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ECONOMIC INDICATORS 


Income & Production (In Millions of Dollars) + 


1977 1978 (est) 
GNP (Market prices) 10,208 12,564 


GDP (Market prices) 10,497 12,921 
GDP (Factor cost) 9,271 10,971 
GDP Per Capita 240 


Population (Millions) 39.2 
labor force Let 
Money & Prices (In LE Millions) 
Money Supply2 2,943 3,528 


e 1,160 1,599 


Quasi Money 
Domestic Credit? 5,019 6,264 
Net Foreign Assets2 654 734 
Price Indices (1975 = 100) 3 


Wholesale 118 Na. 
Retail 124 138 


Balance of Payments (In Millions of U.S. Dollars) 


Exports, £.0.b. 1,987 1,984 
Ci2.08 


Imports, i 4,864 5,284 
Trade Balance - 2,877 3,300 
Net Services i, 623 2,025 
Current Account Balance - 1,254 £5275 
Net Capital Account 1,082 1,398 


Overall Surplus/Deficit - 172 123 





1977 1978 (est) 


Public Finances (In LE Millions) 
Revenue Zalue 
Expenditure - 3,769 
Emergency Fund ~ 256 
Total Deficit - 1,270 
Financing 


External 464 657 
Domestic 806 1,388 


NOTE: The 1977 and 1978 figures represent estimates 
of the GOE agencies involved in economic planning. 
Further revisions of these figures can be expected. 


1 conversion into dollars has been done at the unitary rate 
(LE 1= $1.43) which went into effect January 1, 1979. As 
the majority of transactions were taking place at this 

rate over the last two years, it appears to reflect values 
in hard currency more accurately. It should be noted that 
prior to the unification of exchange rates this year, im- 
ports of supply commodities, e.g., wheat, fava beans, tea 
and sugar, were recorded at the official rate of exchange of 
LE 1 = $2.56. Exports of petroleum and cotton as well as 
Suez Canal receipts were also accounted for at this rate. 
While this results in some initial distortion when compared 
with previous calculations, we note that the per capita GDP 
figure is comparable to the UN estimate of annual per 
capita GDP in Egypt. 


2 International Financial Statistics, published by the 
International Monetary Fund, July 1979. 


3 The price indices represent official GOE market basket 
which is heavily weighted with subsidized and price- 
controlled items. Thus, inflation pressures are stronger 
than reflected here. 


Sources: IMF, IBRD, GOE MinFinance, GOE Central Agency 
for Public Mobilization and Statistics. 





ECONOMIC TRENDS - EGYPT 


SUMMARY 


The major event of the last six months, overshadowing 
all others in scope and importance, was the termination of 
the state of war with Israel through the signing of a 
peace agreement on March 26, 1979. Over the long run, the 
peace agreement should enable the Egyptian government to 
get a better grip on the pressing economic problems which 
have been imposed on Egypt as a result of 30 years of 
military confrontation. In the short run, however, the 
Egyptian Government has had to confront a wide range of 
political and economic sanctions imposed on Egypt by most 
of the other Arab states in the aftermath of the treaty 
Signing. The cumulative impact of these sanctions, to 
date, has not been significant though Egypt's current 
isolation within Arab world has caused it to look increas- 
ingly to the west for aid and trade links. The loss of 
official transfers from the oil-rich Arab states, if 
sanctions continue, will reduce foreign exchange availa- 
bilities below what they otherwise might have been. This 
source of funding in the past has been a major factor in 
enabling the government to address civilian investment 
priorities while continuing with Egypt's military 
modernization program. Nevertheless, Egypt's own foreign 
exchange earnings are increasing and inflows from past 
assistance commitments by other donors have become 
increasingly significant. 


Apart from the peace agreement, movements toward 
increased economic liberalization and diminished State 
control have continued, slowly but perceptibly, under the 
"Open Door" policy inaugurated by President Sadat in 1974. 
The economy has continued to show real rates of growth 
of 7-9 percent annually. Improvements in the balance 
of payments reflect the continued revitalization of 
hard currency generating sectors -- petroleum, tourism 
and the Suez Canal. The single largest influx of 
foreign exchange now comes from remittances from 
Egyptians working abroad, which totaled $1.7 billion in 
1978 and may reach $2 billion this year. 


Despite these improvements, serious problems remain 
within the economy. Egyptian government efforts to 
introduce economic reforms have been the subject of 
continuing discussions with the International Monetary 





Fund. In April 1978, the Egyptian Government concluded 
a three-year Extended Fund Facility agreement with the 
IMF linked to implementation of an agreed-upon economic 
reform program. While the Egyptian government has made 
sizable progress in a number of areas, many of the 
measures have proved politically sensitive and as a 
result progress has not been as rapid as was hoped. 
Government subsidization of basic commodities remains 

a distortive element in the domestic price structure. 
The large budgetary deficit has fueled monetary expan- 
sion at an unacceptably high rate, intensifying already 
heavy inflationary pressures. Inflation, officially, 
was reported to be 16 percent though the market basket 
used was heavily weighted with subsidized commodities. 
The real rate is widely believed to be on the order of 
25 percent. 


Efforts are continuing to shift domestic resources 
from consumption into investment. Investment as a 
percentage of total resources (GNP plus net imports) 
has risen from 16 percent in 1974 to 26 percent in 1978, 
and is projected to settle at about 28-29 percent. 
Although foreign financing has made major contributions 
to increased investment, domestic savings also grew 
substantially from 5 percent in 1974 to an estimated 14 
percent in 1978. While added domestic and foreign 
investment will put additional pressures on domestic 
resources, it will remain an essential element in 
generating moderate economic growth and in reinforcing 
the transition away from a war-occupied economy. 


Even without Arab official transfers, Egypt 
currently receives sizable amounts of foreign assistance. 
U.S. assistance is continuing at an appropriated level 
of about $1 billion per year. Bilateral commitments 
of assistance from other western donors currently 
total about $500 million annually. International 
financial institutions, primarily the World Bank, 
provide another $300 million in aid to Egypt annually. 
Current and projected commitments should enable the 
Egyptian leadership to continue the rehabilitation 
of the domestic infrastructure and increase the pro- 
ductive capacity of the economy's major sectors. 


Egypt's post-peace needs offer U.S. firms a 
variety of opportunities for trade and investment. 





Egyptian policies directed toward attracting foreign 
private and government financing can be expected to 
continue and a greater role for the private sector is 
anticipated. The Egyptian government recently in- 
dicated its desire for increased participation by 

U.S. firms in agriculture, tourism and construction. 
The return of Sinai oil fields and Egyptian desires 

to step up the oil exploration effort throughout Egypt 
present attractive opportunities for increased U.S. 
participation in the petroleum sector as well. 


CURRENT SITUATION 


The Egyptian economy registered an estimated 
real growth rate of about 9 percent in 1978. A 
comparable rate of growth is projected for 1979 
based primarily on steady advances in services and 
petroleum. The economy continues to undergo structural 
change generated by the "Open Door" policy of greater 
economic liberalization, both in reinvigorating the 
private sector and making the public sector more 
market-oriented. A unified exchange rate (1 LE=$1.43) 
went into effect on January 1, 1979 which represented 
a de facto devaluation of about 70 percent for the 
remaining items which were being traded at the official 
rate (1 LE=$2.55). Even at the unified rate, however, 
pressures on the pound (i.e., a large current account 
deficit and high inflation) have reportedly created 
shortages of foreign exchange available through official 
channels (the Central Bank and the four public sector 
commercial banks). 


The second tier in the trade and payments system-- 
the "own exchange" (or free) market--has grown substan- 
tially over the last three years and now finances a size- 
able share of total Egyptian imports. In this free 
market, the LE has been oifered at a discount against 
convertible currencies, thereby reinforcing the multiple 
exchange structure which the IMF has long sought to reduce. 


Other recent changes in the economic picture include 
a rise in interest rates on domestic (LE) savings from 
6 to 8 percent and price increases on certain non- 
essential goods and services. Government subsidization 
of basic commodities (e.g., bread, butane gas) remains 
a key element in price distortions and is the subject 





of a major government study currently receiving 
high-level review. A new Egyptian cabinet was formed 
in June 1979 including a special ministerial committee, 
headed by the Minister of Economy, which is to focus 
on planning and production. Domestic economic reform 


measures remain at the top of the list of government 
priorities. 


Peace Perspectives. The historic March 26 signing 
of the peace agreement with Israel overshadowed all 
other events in Egypt during the first half of this 
year. Terminating the state of war with Israel, which 
lasted for three decades, should put Egypt in an 
improved position to exploit the favorable opportunities 
offered by its key geographic location, large domestic 
market, relatively skilled labor force, sound but still 
growing agriculture resource base, and sizable raw 
materials deposits (petroleum, natural gas and minerals). 
Peace with Israel should enable the Egyptian leadership 
to focus to a greater extent on Egypt's economic 
problems and seek politically acceptable ways to imple- 
ment the reforms necessary to assure long-term development. 


At all levels of Egyptian society, expectations 
are geared toward continued improvements in the quality 
of life now that war expenditures theoretically pose 
less of a burden on the economy. Expectations of a 
so-called "peace dividend" may create new problems 
for the Egyptian leadership if availabilities of food 
supplies and consumer goods are not maintained at 
least at their current levels. The Egyptian government 
has stated publicly that tangible benefits from peace 
are not imminent and that a degree of austerity is 
required for benefits of peace to be realized in the 
long-run. Nevertheless, the Egyptian leadership is 
looking toward western donors to provide the necessary 
means to meet post-peace needs. 


It is hoped that peace will enable Egypt to limit 
its defense burden and shift badly needed resources 
into the civilian economy. Military expenditures, as 
a percentage of GDP, have been falling since 1974 
though actual expenditures have risen. Egyptian plans 
for military modernization may conflict with civilian 
imvestment targets even if outside financing is secured 
for major weapons procurement. 





Apart from hoped-for savings on the military 
side, the return of the Sinai should guarantee 
safe access to the entire Gulf of Suez for foreign oil 
companies engaged in exploration as well as eventually 
providing direct revenue benefits to Egypt from the 
return of Sinai oil fields. Assessment and exploi- 
tation of other Sinai resources will require time 
and large-scale investment. 


Egyptians can be expected to be initially 
hesitant to undertake cooperative endeavors with 
Israel in the economic arena as most Egyptians believe 
that economic exchanges must follow and not precede 
political normalization. Suspicions and antagonisms 
of the last 30 years will not immediately disappear, 
and the threat of Arab boycott action remains. In 
time, however, private interests may begin matching up 
in areas where potential for a profitable exchange 
exists. 


Even when psychological barriers are reduced. 
trade flows are not expected to be great. Egyptians 
have well established commercial linkages with both 
western and socialist countries and are unlikely 
to alter these except in areas where Israel has a clear 
competitive edge. For exchanges to occur, institu- 
tional linkages will have to be established such as 
banking (to facilitate the opening of letters of 
credit), insurance, and transportation. 


Arab Sanctions. The signing of the peace agree- 
ment with Israel was followed by the imposition of 
far-reaching political and economic sanctions against 
Eqypt by many of the other Arab governments as an 
expression of hostility by critics of President Sadat's 
policy for what is viewed as a bilateral settlement 
to the long-standing Arab-Israeli dispute. Arab 
actions against Egypt have included such measures as: 
suspending Egypt's membership in a variety of Arab 
political and economic organizations; disruption of 
national carrier air services linking Cairo with Syria 
and Iraq (although at this time most air links with 
Arab States have not been affected); cessation of 
certain trade links, notably the sale of petroleum 





products to Egypt; suspension of further bilateral 
grants and loans for balance of payments support; 

and dissolution of the Arab Organization for Indus- 
trialization, in which Egypt participates with Saudi 
Arabia, Kuwait, Qatar and the U.A.E. From the 
economic perspective, the cumulative impact of these 
measures has not been severe though the loss of Arab 
official transfers would aggravate the balance of 
payments problem by about $300 million in 1979. 
Fortunately for Egypt, the economy is far less 
dependent on these cash transfers than was the case 

a few years ago. In addition to larger disbursements 
from project pipelines which have been made, sufficient 
gains in hard-currency generating sectors--notably 
petroleum, tourism and the Suez Canal--have offset 
these losses to a large extent. 


Trade with Arab countries has constituted a 
relatively small share of Egypt's total, roughly 3 
percent of imports ($170 million) and 11 percent 


of exports ($270 million) in 1978. Egypt has been 
most significantly affected by its loss of access to 
Gulf petroleum products (though alternative 
suppliers have been found) and certain agricultural 
commodities, notably lentils. 


At the recent meeting of the Arab boycott liaison 
offices in Tunis, Arab participants addressed the 
issue of applying boycott sanctions to Egypt. Steps 
taken fell far short of a total trade ban, as trade with 
Israel is to be a pre-condition to the imposition of 
boycott measures against any Egyptian entity. While 
some Arab states surely wish to thwart the growth of 
Egyptian-Israeli contacts, there is no indication 
currently that retaliatory actions will be applied to 
third parties for their involvement in Egypt's economy. 


In other spheres, there has been a perceptible 
decline in the number of Arab visitors (tourists) to 
Egypt since the signing of the peace agreement. Arab 
tourism, particularly from the Gulf, is heaviest 
during the summer months. Tourism from other regions, 
noticeably the OECD countries, is reported to be up 





substantially and any net loss in revenue, if one 
occurs, is not projected to be great. 


In sum, while the effects of Arab sanctions on 
the Egyptian economy in 1979 are not expected to be 
dramatic, their continuance beyond a year could cause 
more serious disruptions. 


Balance of Payments. Since 1976, there has been 
steady improvement in both the current and capital 
accounts of the balance of payments. According to 
Central Bank data, Egypt's current account deficit 
fell from a peak of $2.4 billion in 1975 to less than 
$1.3 billion in 1978. Transfers and capital inflows 
(net) more than offset the deficit on current account 
and allowed Egypt to show an overall balance of payments 
surplus for the year. The major factors contributing 
to improvements in the external financial picture have 
been: Suez Canal earnings, crude oil exports, tourism, 
and worker remittances. Imports, after surging in 
1974-75, remained relatively steady in 1976-77, and 
showed moderate growth again in 1978 of over 10 percent 
in nominal terms. 


Major Exports. Petroleum dominated the Egyptian 
export picture in 1978, with net revenues estimated 
at $700 million. Production has stabilized in 1979 
at about 510,000 barrels per day (b/d) but is projected 
to increase to approximately 600,000 b/d by mid-1980 
based on the anticipated transfer of Alma oilfield 
from Israeli control and gradual output increases from 
existing fields. Egypt doubled the price of its crude 
oil exports between March and June of this year and 
currently is posting a per barrel price of $32.50 (at 
the time, the highest price in the world for Gulf of 
Suez crude) in contracts being ‘negotiated with the 
Egyptian General Petroleum Company (EGPC). Domestic 
consumption (currently estimated at 220,000 b/d) is 
growing rapidly and will impact on the government's 
share of production remaining available for export. 
Net foreign exchange earnings from petroleum are 
expected to reach $1 billion in 1979. 


Cotton exports remain an important source of foreign 
exchange for Egypt. The 1978-79 cotton crop reached 
8.8 million kantars, compared to 7.9 million the year 





before. This development coincided with increased cotton 
trade in free currencies as’ well as higher world market 
prices. Agricultural exports, consisting largely of 
cotton, were reported to be up considerably in the first 
part of 1979 and are expected to be about $350 million 
for the year. 


Exports of manufactured products for 1979 are 
projected at about $700 million, about the same level 
as in 1978. The redirection of these exports away from 
bilateral clearing arrangements toward convertible 
currency markets has also continued. 


Services. The largest component of the services 
account is worker remittances from Egyptian expatriates 
working abroad, primarily in the oil-rich Arab states 
of the Gulf. Rising from a level of $200 million in 
1974, remittances (in the form of cash transfers and 
imported goods brought in through the own exchange 
market) topped $1.7 billion in 1978. Despite the 
political differences discussed earlier, demand for 
Egyptian workers in the Gulf remainshigh and new 
contracts for professional and semi-skilled workers 
continue to be signed. Remittances are projected to 
reach $2 billion in 1979. These inflows have been a 
critical factor in the improved availability of foreign 
exchange in Egypt. In addition to cash transfers and 
own exchange imports, privately held foreign currency 
deposits in Egypt are believed to be well in excess of 
$1 billion. 


Suez Canal earnings exceeded $500 million in 1978 
and should rise to $600 million in 1979 due to increased 
usage (now operating at near capacity) and a recently- 
announced increase in rates averaging about 10 percent. 
Receipts from tourism are projected at $700 million for 
the year. 


Economic Reform. The Egyptian economy still bears 
the legacy of thirty years of military confrontation and 
domination by the public sector of most areas of 
economic activity. Since 1973, the IMF and major 
donor nations have advocated widespread governmental 
action to address basic imbalances which have emerged 
in the economy, reduce the degree of state control and 
allow greater influence of market forces in economic 
decision-making in both the public and private sectors. 





Recent reform efforts have focused on the need to 
introduce greater price rationalization, particularly 
price decontrol, in the public economic sector. Success 
in this effort hinges on the ability of the government 
to reduce if not eliminate the subsidization of basic 
commodities, a budgetary burden which has been second 
only to that of defense and is equivalent to about 10 
percent of GDP. In January 1977, in its first major 
attempt to remedy this need, the government unexpectedly 
provoked riots when the prices of some major subsidized 
items were raised. Although the sharp reaction caused 
subsidies to be restored, the Egyptian government has 
addressed the issue gradually, item by item (e.g., 
gasoline prices have been increased by 30 percent, 
bus fare has doubled). 


The subsidy burden relates directly to the large 
annual government budget deficit (largely bank-financed) 
of about $1.5 billion. The fiscal deficit contributed 
to an expansion of the money supply and to inflation, 
which was reported officially to be about 16 percent 
in 1978 based on a market basket heavily weighted with 
price-controlled items. However, inflation in actuality 


is probably running about 25 percent annually and is 
not likely to be brought under control until credit ex- 
pansion is relieved. 


In addition to changing the price structure, 
governmental action is also needed to mobilize additional 
public and private savings and to increase the availa- 
bility of real domestic resources for investment. 
Interest rates on domestic savings have been raised 
from 6 percent to 8 percent (9 percent on long-term LE 
deposits), but a spread remains between interest rates 
offered on LE and foreign exchange holdings (the latter 
earn 10-12 percent) which puts a higher premium on 
holding the latter. 


The shift to the unified rate (1 LE-$1.43) which 
took place the first of the year was in keeping with 
the need to move toward a single exchange rate reflecting 
the true market value of the Egyptian pound. A spread 
continues, however, between the unified rate and the 
floating rate in the own exchange market, currently 
about 1 LE=$1.30. The creation of the own exchange 
market (where private Egyptian citizens are allowed to 
hold foreign exchange earned abroad and remit at a rate 
determined by market forces) was in itself a positive 
step in the direction of dismantling the vast network 
of foreign exchange controls constructed during the 





Nasser period. The own exchange market has experienced 
rapid growth given the inconvertibility of the Egyptian 
pound and the heavy demand for foreign exchange which 
cannot be met through official channels. 


The spread in rates between the unified and own 
exchange markets was considered only a minor problem 
as long as the two rates diverged within a narrow range 
as was the case before January 1979. Given the current 
spread between the unified and own exchange markets, 
private foreign exchange transfers have been attracted 
increasingly to the latter and supplies available from 
this source to the public sector have not grown as 
rapidly as in the past. Early in 1979, public sector 
entities were prohibited from acquiring foreign exchange 
for imports through the own exchange market. The spread 
in rates would appear to indicate that further corrective 
actions on the exchange rate are warranted if a multiple 
tier trade system is to be avoided. 


Egypt operated under a one-year stand-by arrange- 
ment with the IMF in 1977-78. Working with IMF officials, 
the Egyptian government designed a reform package to be 
carried out over a three year period during which Egypt 
would be able to draw, in tranches, up to 600 million 
SDRs in assistance. To date, Egypt has drawn only one 
tranche of 90 million SDRs. Egyptian economic policies 
in 1979 to date have included modest additional reform 
efforts though these have not been sufficient to reactivate 
the agreement with the IMF. Talks are continuing, however, 
with the hope of reaching agreement by the end of the year. 


Investment. The current Five Year Plan (1978-82) 
continues the "Open Door" policy as its approach to 
development, encouraging private sector initiative, 
promoting foreign investment, while retaining a major 
role for the public sector. Government investment has 
shifted somewhat in its initial emphasis from revitalizing 
existing industrial capacity to emphasizing the 
rehabilitation of domestic infrastructure. Industry, 
nevertheless, was allocated the largest share of planned 
investment (21 percent) followed by transportation and 
communication (20 percent). 


The 1979 budget projected government investment at 
LE 2.56 billion ($3.7 billion). Actual investment 
expenditures may be considerably less, as public sector 
targets are seldom met. In 1978, against total resources 





available of LE 10 billion, investment accounted for 

LE 2.6 billion, or 26 percent. The share of investment 
in total resources is expected to rise slightly over 
the next few years as consumption stabilizes. Of total 
investment, the private share (17.5 percent in 1978) 

is expected to increase, reflecting the continued growth 
in disposable income. 


Private investors, in general, seek improvements 
in economic management, the elimination of "red tape", 
and amelioration in the infrastructure of transport and 
communication networks. If these hoped-for developments 
materialize, private investment can be expected to 
increase. A dramatic increase in investment, even with 
the opportunities offered by peace, is not likely to 
occur and would only compound the strain on existing 
resources and fuel inflationary pressures. Government 
investment is expected to continue at a level which 
sustains GDP growth at a level of 7-9 percent annually. 


Foreign Assistance. Egypt remains heavily dependent 
on outside assistance to assure the long-term viability 
of the economy in generating a self-sustaining base of 


economic growth. In 1978, total flows of foreign 
assistance to Egypt declined, reflecting a drop in dis- 
bursements from Arab donors. Arab payments are ex- 
pected to decline still further in 1979, given the loss 
of new official transfers associated with Arab sanctions. 
Roughly $350 million remains in the pipeline from 
previous Arab aid commitments though not all of this is 
expected to be disbursed. 


Arab official transfers to Egypt represented a 
vital source of foreign exchange at a time when severe 
shortages existed. Arab cash transfers, largely in 
grant form, enabled Egypt to step up imports necessary 
for the industrialization effort and improve the foreign 
debt picture. As stated earlier, recent growth in hard 
currency generating sectors--services, petroleum, 
tourism and remittances--has provided Egypt with an 
adequate supply of foreign exchange though not all of 
it has arrived in official channels. 


Apart from Arab donors, Egypt had an existing aid 
pipeline at the beginning of 1979 in excess of $4 
billion in project and commodity aid. New commitments 
from non-Arab donors are currently at a level of about 
$1.7 billion annually. Commodity financing, about one- 
third of the total, is disbursed in a relatively short 





time frame (1-3 years) while project assistance moves 
more slowly. 


U.S. economic assistance will continue in FY 1979 
and FY 1980 at its traditional annual level of $1 
billion. A supplemental request for an additional 
$300 million to meet post-peace needs over the next 
three years was recently approved by the U.S. Congress. 


IMPLICATIONS FOR U.S. BUSINESS 


Egypt offers favorable opportunities for increased 
U.S. business activity. Egyptian policies aimed at 
attracting foreign participation in economic development, 
and overall improvement in the financial picture are 
positive factors affecting the business climate. 


In 1978, the U.S. retained its position as Egypt's 
principal trading partner, supplying over $1.1 billion 
in exports or roughly one-fifth of total Egyptian imports. 
Food shipments under the PL-480 program and U.S. AID- 
financed items accounted for over half of this amount. 
Private sector commercial sales are also imcreasing 
in importance and can be expected to continue to grow, 
given current foreign exchange availabilities. 


The World Bank and AID have funded a series of 
large capital development projects in Egypt offering 
many Opportunities for U.S. participation. World Bank 
projects include: railway expansion and improvement, 
irrigation drainage systems, telecommunications, 
Alexandria port development and Suez Canal expansion. 
Planned U.S. AID projects, for which money is being 
obligated in FY 1979 and FY 1980 include: telecommuni- 
cations; electricity generating plants; flat glass; 
provincial water and sewage; new land development and 
agribusiness development, in addition to many smaller 
projects. These projects are restricted to U.S.- 
source procurement and provide an excellent opportunity 
for U.S. firms to get in on the ground floor and pro- 
mote follow-on sales at a later date. 


Egypt offers many opportunities for foreign 
investment, given the large domestic market and rela- 
tively skilled labor force. The "Open Door" policy. 
and Law 43 remain central to the effort to attract 
foreign capital and movement toward increased liberali- 
zation in trade, investment and pricing matters is 
expected to continue. 





Egyptian officials recently expressed a desire for 
greater involvement of U.S. firms in agriculture, 
tourism and construction (building materials, pre-fab 
units and machinery). The petroleum sector provides 
another area of opportunity as the Egyptians gear up 
for an expanded exploration effort. In April of this 
year, five agreements were signed which will bring 
in over $100 million in expenditures on exploration. 


In the aftermath of the peace agreement, the 
Egyptian government is also focusing on Sinai develop- 
ment needs. Agriculture is receiving considerable 
attention as the government assesses launching major 
land reclamation schemes. Infrastructure needs--health 
services, schools, roads, and power supply--will also 
provide opportunities for U.S. participation in new 
projects. In addition to petroleum, the Egyptian 
government will be examining the Sinai's mineral wealth 
with a view toward its eventual exploitation. 


In the wider context, Egypt holds potential as 
a regional manufacturing center for marketing in the 
Gulf given its large skilled labor force and cultural 
and linguistic ties with the Arab world. 
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